DEPARTMENT OF HOUSI NG AND URBAN DEVELOPMENT
FAI R HOUSI NG AND EQUAL OPPORTUNI TY
FAI R HOUSI NG | NI TI ATI VES PROGRAM

PROGRAM HI GHLI GHTS

| NCREASE +
ACTUAL ENACTED ESTI MATE DECREASE -
2001 2002 2003 2003 vs 2002
(Dol lars in Thousands)
Private Enforcement |nitiative
Number of Awards ............... 37 79 45 -34
oligations .................... $10, 551 $22, 325 $12, 150 -$10, 175
Education and Qutreach Initiative
Number of Awards ............... 26 71 55 -16
Obligations .................... $12, 375 $10, 225 $6, 000 -$4, 225
Adnmi ni strative Enforcement
Initiative
Number of Awards ............... NA NA NA NA
oligations ....................
Fai r Housi ng Organi zati ons
Initiative
Number of Awards ............... 3 5 2 -3
Gbligations .................... $1, 199 $4, 200 $2, 100 -$2, 100
Total Obligations ............... $24, 125 $20, 250 $20, 250
Budget Authority
Enacted or Proposed ............ $24, 000 $20, 250 $20, 250
Rescission ..................... -$53 e e e
Subtotal ..................... $23, 947 $20, 250 $20, 250
Budget Qutlays .................. $24, 713 $24, 352 $23, 959 -$393

NA = Not Applicable

SUMVARY OF BUDGET ESTI MATES

The fiscal year 2003 Budget request for the Fair Housing Initiatives Program (FHI P)
is $20.250 mllion, the sane as provided in the fiscal year 2002 appropriation. The
Budget request will make it possible to: (1) increase enforcenent and conpliance with
the Fair Housing Act and substantially equivalent State and local fair housing |laws; (2)
pronote effective strategic efforts to combat housing discrimnation by FH P
participants; (3) continue initiatives on predatory |lending; (4) deal with the special
needs of “Col oni as” along Anerica’ s southwest border; (5) partner with conmunity and
faith-based organi zations; and (6) support a nationw de training conponent (Project on
Accessibility Training and Technical Assistance) on the Fair Housing Act accessibility
requi rements.

EXPLANATI ON OF | NCREASES AND DECREASES

The Budget request of $20.250 million is the same as provided in the 2002
appropriation and will be used to devel op or conduct prograns to increase conpliance with
the FHAct and substantially equivalent fair housing laws. The requested funds wl |
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continue to support four initiatives that began in fiscal year 2002. These initiatives
i ncl ude:

Conbating Predatory lending. Reports show that |enders frequently target racial
mnorities, the elderly and women, for nortgage |oans with abusive terms and conditions.
These | enders enpl oy deceptive and aggressive sales tactics that take unfair advantage of
the borrower’s |ack of education and know edge of nortgage | oan transactions. Generally,
predatory loan terns include rates and fees that are grossly out of proportion to the
true risk posed by the borrower. Predatory |oans are al nost always a subset of “sub
prinme loans,” i.e., loans for persons with inpaired credit or some other characteristic
that disqualifies themfromreceiving prine quality |oans. The sub prine market has
expl oded in recent years. During a 5-year period from 1994 to 1999, the market share for
sub prime | oans increased fromb5 percent to 13 percent. Reports of predatory |ending
have risen sharply, too

I ncreased education, especially amng mnorities, the elderly and women, popul ations
who are frequent targets of predatory lenders, is vital to curbing the damaging effects

of these practices. |In fiscal year 2003, the FHIP programwill continue to fund a nmmjor
education and public awareness canpaign to conmbat predatory |ending and support
enforcement efforts to redress its victims. The Department will work closely with all

interested parties, including fair housing groups, consuner groups, Federal, State, and
| ocal governnents, and the | ending and real estate industries to put an end to predatory
| endi ng practices.

Sout hwest Border “Colonias.” HUD s core mssion includes the pronotion of
af fordabl e housing in both rentals and homeownership. Activities conducted under FHI P
help to overcome discrimnation in the housing market. HUD has identified barriers to
af fordabl e housing in the southwest border areas known as “colonias.” The term Col oni as

refer to unincorporated settlements that may |ack basic infrastructure, such as water and
sewer systens, paved roads, and safe and sanitary housing. There are reports of possible
fair housing problems in these comunities including allegations of predatory |ending

Mor eover, many of the residents of these communities are recent immgrants who are
unaware of their rights under the FHAct. FHI P will continue to fund organi zations that
wi Il focus fair housing education and enforcement efforts on these communities. The
fiscal year 2003 Budget would build on fiscal year 2002 projects, which first brought
attention to the fair housing needs of the col onias

Community and Faith-Based/ Fair Housing Partnerships. Education and outreach
activities are critical for successful fair housing enforcenment by HUD and by
substantially equivalent State and |ocal government enforcenment agencies. Such education
pronotes conpliance with fair housing laws within the real estate-related industries and
it also advises those who feel they have been discrimnated agai nst about the services
of fered by Federal, State and |local fair housing enforcenent agencies. The FHI P statute
recogni zes that a broad range of entities have a role to play in this educational and
outreach effort. Virtually any entity (public or private, for-profit or not-for-profit)
that is working to prevent or overcome discrimnatory housing practices is eligible to
apply under this initiative

The fiscal year 2003 Budget builds on the collaborative efforts between fair housing
and community and faith-based organi zations. Generally, community and faith-based
organi zati ons do not have the extensive experience educating the public on fair housing
|l aws; however, they have constituencies and networks that would benefit froma better
under st andi ng of these |laws. Anpbng some comunities, the involvenent of faith-based
organi zations in social programs is vital. The George Washington University in a recent
report stated:

“Per haps public and private authorities should work more closely with faith-based
organi zations to deliver information about fair housing. The church has |ong been a
vital part of civil rights initiatives in the black community. Today churches are
increasingly active on a range of comunity devel opnent initiatives. No doubt, their
congregants could benefit from such efforts.”
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Through its partnership with community and faith-based organizations, the Departnment
will continue its efforts to build “bridges” between fair housing organi zations and the
constituents of faith based and community organizations.

FHAct Accessibility Requirenents. In the summer of 2001, HUD awarded a contract to
KPMG Consulting to devel op an accessibility curriculum and technical assistance plan in
the first year, both to be delivered over a 2-year period. The Project on Accessibility
Trai ning and Techni cal Gui dance Assistance (PATTG) contract provides for disability
advocacy organi zati ons and nenbers of the housing industry to jointly design and deliver
training and technical assistance on the accessibility requirenents of the FHAct

The first year included a pilot programto “road test” the new curriculum and
initial steps to begin inplenentation of the technical assistance plan. Also in the
first year, KPMG will identify trainers who, in the succeeding 2 years, will provide
uni form and consi stent training and technical assistance to housing providers and the
public about the FHAct, and section 504 of the Rehabilitation Act of 1973. The training
and techni cal assistance will be provided at and through Design and Construction Resource
Centers to be established and staffed by KPMG.  The Department proposed the reprogranm ng
of $1.7 mllion in Fiscal Year 2001 funding to continue and extend the PATTG efforts
utilizing funds that will not be necessary fromthe third year funding of the Housing
Di scrim nation Study.

HUD wi Il nonitor the PATTG contract and rel ated accessibility activities closely, to
ensure that the training and technical assistance provided are consistent and effective
and neet the accessibility design and construction standards of the FHAct.

There are four programinitiatives highlighted in the FH P authorizing statute-—
Admi ni strative Enforcement, Education and Qutreach, Private Enforcement, and Fair Housing
Organi zations. Since fiscal year 1996, HUD has sought funding for the three described
bel ow. All FHI P-funded projects are required to address discrimnation under each of the
categories highlighted in the FHAct (race, color, religion, sex famlial status, nationa
origin, and “disability”); however, applicants for FH P funding will be encouraged to
include enphasis on the programactivities outlined in this year’s Budget (predatory
| endi ng, accessibility requirements, Southwest Border (Colonias), and partnerships
between fair housing and comunity and faith-based organi zations)

Fundi ng for

Education and Qutreach lnitiative (EO). The Budget requests $6 mllion for this
Initiative, a decrease of $325 thousand under the fiscal year 2002 appropriation, to be
used to continue support for fair housing activities in the colonias along the southwest
border and the Conmmunity and Faith-Based/ Fair Housing Partnerships. Approximtely 70
percent of the funds will support education and outreach activities conducted at the
regional, State, local and community-based levels. Such funding will be nore responsive
to the demand for FHI P-funded education-based activities in nore comunities and is a
better approach to continue the support of the community and faith-based partnership
initiative. Approximately 30 percent will be used to fund national education and
outreach activities.

Private Enforcenment lnitiative (PEI). The Budget requests $12.150 million for this
Initiative, an increase of approximately $325 thousand over fiscal year 2002
appropriation. The increased regional, State, local and conmunity-based activity
proposed for the Education and Qutreach Initiative (EO), as well as for the continua
support outlined above in predatory |ending, Southwest Border (colonias), comunity and
faith-based partnerships, and accessibility requirements, will result in increased
demands for the enforcenment-rel ated services provided under PEI. The increase will also
allow HUD to fund nore PElI projects

Fair Housing Organi zations Initiative (FHO). The Budget requests $2.1 mllion for
this Initiative. This represents approximtely 10 percent of the overall FHI P Budget
request, which is the sane percentage as in fiscal year 2002. The purpose of FHO is to
provide fair housing enforcement activities in areas that are underserved by governnent
agencies and/or private fair housing organizations. This Initiative was restructured in
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fiscal year 2001. The changes reflected in the restructuring incorporate sound business
principles that take into account that new organi zati ons need sufficient time, start-up

funds and other resources to becone vital and self-sustaining organizations. The newy

sponsored organi zations participate in the programfor 3 years and are required to neet

certain performance nmeasures for each year’s funding, including denonstrating they have

| everaged increasing anounts of non-FHI P resources.

PROGRAM DESCRI PTI ON AND ACTI VITY

1. Legislative Authority. Section 561 of the Housing and Community Devel opment Act
of 1987, as anended, authorizes the execution of grants, contracts, or cooperative
agreenments with State or |ocal governnment agencies, public or private nonprofit
organi zations, institutions or other entities that are formulating or carrying out
programs to prevent or overcone discrimnatory housing practices. FH P supports projects
and activities designed to enhance conpliance with the Fair Housing Act and substantially
equi val ent State and local |laws. Section 905 of the Housing and Community Devel oprment
Act of 1992 expanded the provisions of the Fair Housing Initiatives Programto build the
capacity of fair housing organizations in unserved and underserved areas, to establish a
national nedia canpaign for dissem nation of fair housing information, and to establish
fundi ng for celebration of National Fair Housing Month. The activities of FHI P-funded
organi zati ons conpl enent those of the Federal Fair Housing Act (FHAct) and State and
| ocal governnmental agencies that adm nister |laws that are substantially equivalent to the
FHAct. FHI P funds are awarded on a conpetitive basis to entities in comunities
nati onwi de that denpnstrate the experience and the capacity to investigate and verify
conpl aints of discrimnation through activities such as testing, and that provide
education and outreach to the public on the rights and responsibilities under the fair
housing |l aws through training, nedia canpai gns, and counseling

Conbating housing discrimnation supports |arger public policy objectives. Racial
segregati on has declined over the past 3 decades, but it remains very conmon and studies
continue to show discrimnation against mnorities seeking to buy or rent hones.
Addressing this problemis nore inportant than ever as the share of the popul ation that
is mnority continues to increase and as nmuch of that growth cones froma large influx of
di verse inmm grant groups, nost of them non-white and non-European, with limted English
proficiency.

Fair housing education and enforcement projects help mnority groups, the elderly,
and wonen defend thensel ves agai nst hone | endi ng abuses, especially a practice that is
often called “predatory lending,” and to which they are frequently and di sproportionately
victins. Recent inmgrants (especially racial and ethnic mnorities who are not English-
speaking) often face discrimnation and other obstacles in housing and housing-rel ated
transactions that can be nitigated through strong fair housing education and enforcenent.
Finally, 13 years since the enactnment of provisions in the FHAct which require accessible
design and construction of new nultifam |y housing, people with disabilities stil
encount er wi despread non-conpliance with the | aw when they seek to rent or purchase hones
and, consequently, suffer |ost housing opportunities and other injuries. The optinmm
time to ensure conpliance with the accessibility requirements of the FHAct is before the
housing is built and education efforts in this area is a top priority.

FHIP is a critical conponent in the Departnment's effort to address fair housing
education, enforcenent and conpliance. The other principal conponent of the Department's
conprehensive fair housing strategy is the Fair Housing Assistance Program ( FHAP)
aut hori zed by the Fair Housing Act (Title VIIl of the Civil Rights Act of 1968, as
amended by the Fair Housing Amendnments Act of 1988). That program for which the Budget
proposes a $26 million funding level in fiscal year 2003, is described in a separate
justification.

2. Purpose. The Housing and Community Devel opment Act of 1987 established the Fair
Housing Initiatives Program for the purpose of preventing and overcom ng housing
discrimnation. This program provides a coordi nated approach to further the purposes of
the Fair Housing Act, to guarantee the rights of all people to seek housing in an open
mar ket free of discrimnation, and to informthe public and the housing industry of its
rights and obligations under the Fair Housing Act. FHIP also enhances and facilitates

L-4
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the delivery of the Department's housing and community devel opnent progranms, such as HOMVE
and Community Devel opnent Bl ock Grants, by providing a free and open housing market.

The Fair Housing Initiatives Programis intended to supplenent current fair
housi ng enforcenent activities of the Departnent. These activities include prograns of
enforcement, voluntary conpliance, and education and outreach. FH P provides the
financial means to assist projects and activities designed to enhance conpliance with the
Fair Housing Law and substantially equival ent State and | ocal | aws.

3. Program Conponents. There are four mmjor programinitiatives that are recogni zed
under the FHIP regul ations. These conponents support public and private enforcement,
education and outreach activities, and capacity building for fair housing enforcenment
organi zations. Eligibility for each initiative is set by statute or regul ation

a. The Private Enforcenment Initiative. Provides funding to private, tax-exenpt
organi zations that have engaged in enforcenent-related activity for at |east
a year in the 2 years preceding the filing of the FHI P application. FH P
funding is often the only resource for enforcenent-related activities. The
program now requires a FHI P organi zation to reinmburse the U S. Treasury for
conpensation received from FHI P-funded activities.

b. The Education and Qutreach Initiative. Provides funding for projects that
i nform and educate the public, including housing providers, on the rights and
obligations of the FHAct and substantially equivalent state and | ocal fair
housing laws. This initiative has the broadest eligibility provision
El i gi bl e organi zati ons may be public or private, for-profit or not-for-profit
entities that are fornulating or carrying out programs to prevent or
elimnate discrimnatory housing practices, including entities that wll
carry out their programsolely reflecting receipt of a FHI P award.

c. The Fair Housing Organizations Initiative. This Initiative provides funding
to increase fair housing enforcenent either by establishing new fair housing
enforcement organi zations or by expanding the capacity of existing
organi zations to engage in fair housing enforcenent. Application is nmade by
experi enced fair housing enforcenment organizations who nentor the sponsored
organi zation. Eligibility is limted to private, tax-exenpt organizations
with at |east 2 years of enforcenent-related experience in the 3 years
preceding the filing of their FHI P application

d. The Administrative Enforcenent lnitiative. (Not requested.) This Initiative
provides funding to State and | ocal agencies that adm nister |laws that the
Assi stant Secretary has determ ned are substantially equivalent to the
rights, renedi es and procedures offered under the FHAct. These agencies
participate in the Fair Housing Assistance Program (FHAP) and because of
increased appropriations to FHAP over the years, the Department has not
sought funding for this Initiative since fiscal year 1995

STRATEGI C GOALS AND OBJECTI VES: RESOURCES REQUESTED ($ AND FTE) AND RESULTS

Strategic Goals of the Departnent, as set forth in the Departnent’s fiscal year 2003
Annual Performance Plan, are to: “Ensure equal opportunity and access to housing.” In
addition, this budget highlights the strategic objective, “ Reduce housing
di scrim nation” by focusing FHI P enforcement and education efforts on reducing
discrimnation in the rental sale of housing and in other transactions related to housing
related activities home purchases. The programwill assist in expanding both
homeowner shi p opportunities and rental housing options

This Budget, with its enphasis on providing greater education, training, and
techni cal assistance on the FHAct’s requirenments for accessible design and construction
of new nmultifam |y housing, specifically supports the Departnment’s objective, “Reduce
housing discrimnation (failure to design accessible housing constitutes a violation of
FHAct prohibition against discrimnation)”. These efforts will help increase the
avai | abl e housing stock that is accessible, affording the elderly and people with
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disabilities greater opportunity to purchase units in multifam |y devel opnents, such as
condom ni ums and cooperatives; provide nmore housing choice in the rental market; and
expend “maxi mum i ndependence” in visiting famlies and friends at multifamly

devel opnments. Likew se, education targeting predatory lending will support the
Department’s strategic goal to “Ensure equal opportunity and access to housing” and

obj ective, “Reduce housing discrimnation.” The program al so supports the Departnment’s
efforts to promote faith based and community partnerships in HUD prograns.

All of the strategic objectives contained in the APP will be positively affected by
the Faith-Based Partnerships in FHIP along with the partnership initiative in FHAP, by
enmpowering the public, encouraging networks of State and |ocal fair housing enforcenment
agenci es and organi zations in working in unison with faith-based organi zations to pronmote
a fair housing presence in places where there is little or no such presence. These are
the driving forces behind this Partnership Initiative. HUD expects that an informed and
educated public, housing/real estate industry, and nortgage banking and financing
industry, along with aggressive and effective enforcement, will assist in affirmatively
furthering fair housing where the outcone of such actions will go a | ong way toward
reduci ng housing discrimnation.

SELECTED PERFORMANCE MEASURES

NOTE: Targets are prelimnary and may be revised with the subm ssion of a full APP
docunent .

STRATEGI C GOAL/ OBJECTI VE ACTUAL ENACTED ESTI MATE
2001 2002 2003

Strategic Goal 4: Strengthen and expand faith-based and comunity partnerships that
enhance comunities.

Di scretionary BA (Dol lars in Thousands)

FTE
Headquarters A A 3
Field
Subt ot al 3

Strategic Goal 7: Ensure equal opportunity and access to housing.

Di scretionary BA (Dollars in Thousands) $23, 947 $20, 250 $20, 250
FTE
Headquarters 70 70 67
Field 220 225 225
Subt ot al 290 295 292

Strategic Objective 7.1: Reduce housing discrimnation.

I ndi cator: The share of the population with Baseline to Not Not
adequat e awareness of fair housing |aw be Avai | abl e Avai | abl e
increases fromthe 2001 baseline by 2004. det erm ned

Indicator: At least two new fair housing 2 2 2

groups are funded by FHI P through
col |l aborative efforts between fair housing
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STRATEG C GOAL/ OBJECTI VE ACTUAL ENACTED ESTI MATE
2001 2002 2003

and community or faith -based

organi zati ons.

I ndi cator: The nunber of fair housing NA | Baseline to Basel i ne +

conplaints identified by FHI P partners in be 5%

t he Sout hwest border region increases by 5 Det er m ned

percent.

Strategic Objective 7.2: Inprove the accessibility of housing to persons with

disabilities.

I ndi cator: The share of newy constructed Baseline to NA NA

buil ding that conformto selected be

accessibility requirements increases from det er m ned

the 2001 baseline.

FTE Tot al 290 295 295

NA = Not Applicable



